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u The ability of states and nations to cultivate an appetite and an appreciation for 

KNOWLEDGE WILL BE KEY TO THEIR PROSPERITY." 
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Exploring the Frontier of the Future 
Kentucky Long-Term Policy Research Center 
(December 1996) 



" Higher education is in deep crisis." 




Peter Drucker, Forbes (March 1997) 
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Members of the Task Force on Postsecondary Education, 

Members of the General Assembly, and 
Citizens of the Commonwealth of Kentucky 

Fellow Kentuckians: 

As chair of the Task Force on Postsecondary Education, I am providing this 
report , Postsecondary Education in Kentucky - An Assessment, to Task Force members, 
members of the General Assembly and the citizens of the Commonwealth. This 
document is a summary of information gathered by the Task Force, which has stud- 
ied the status of Kentucky' s postsecondary education sy s t em for many months. 

Acknowledging the critical importance of postsecondary education 
to Kentucky, the 1996 General Assembly adopted Senate Concurrent Reso- 
lution 93, which created the Task Force on Postsecondary Education. The 
18 members, representing both the executive and legislative branches of 
state government, began meeting monthly in July 1996 and quickly em- 
braced the following goal: 

To assure that Kentucky's postsecondary education and 

TECHNICAL EDUCATION SYSTEM IS POSITIONED TO PROVIDE THE HUMAN 

CAPITAL NEEDED TO ALLOW THE COMMONWEALTH TO BE A LEADER IN 

THE GLOBAL ECONOMY OF THE 21 n CENTURY. 



Senator David Williams 



State Capitol, Frankfort Ky 40601 • (502) 564-8100 Ext 575 • Fax (502) 564-6543 



Since July, a great deal of effort has been given to reviewing previous studies and to seeking input 
from consumers and providers of postsecondaiy education. The Commission on Higher Ed uc ation Institu- 
tional Efficiency and Cooperation was created by executive order to include university presidents and other 
postsecondaiy education stakeholders in the review. InAugust 1996, approximately 275 citizens f rom across 
Kentucky were invited to organize into 10 advisory groups. These advisory groups included business lead- 
ers, university presidents, private school presidents, university and community college students and faculty, 
as well as members of various boards and councils, vocational/ technical programs, proprietary schools, and 
other special interest groups. All of these groups were charged with developing position papers to identify 
critical issues and make recommendations to the Task Force. 



Additionally, the Task Force utilized consultants, including tire National Center for Higher Educa- 
tion Management Systems (NCHEMS), and the Education Commission of the States (ECS). NCHEMS 
assisted the Task Force by analyzing the issues and problems and took a lead role in assembling this docu- 
ment 



Specific recommendations for change are not provided, although a strong case is made for 
the need to reform Kentucky's postsecondary education system. This assessment outlines the 
importance of Kentucky's postsecondary education system to its future, the barriers to achieving 
an efficient and coordinated system, and the goals for creating a comprehensive postsecondary 
education system. 

I encourage you to read this document carefully and consider its information as we begin 
to discuss the appropriate solutions for the reform of our postsecondary education system in the 
Commonwealth. 



Sincerely, 




Governor Paul E. Patton 

Chair, Task Force on Postsecondary Education 
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Executive Summary 



Kentucky must significantly im- 
prove the postsecondary knowledge and 
skills of its population and its research com- 
petitiveness if the Commonwealth hopes to 
compete in the global economy and raise 
the quality of life of its citizens. The inter- 
national and national economies are cur- 
rently undergoing rapid transformation. 
These changes result from the growth of 
technology, the development of new prod- 
ucts and expanding markets and the inevi- 
table dislocations associated with the estab- 
lishment of a new economic order. 

Kentucky's traditional economic sectors 
are declining and are being replaced by high-tech 
manufacturing and by the provision of servi ces . 
As a result of this structural economic shift, the 
need for a skilled workforce has become even 
more important for the Commonwealth's com- 
petitive position. Moreover, an analysis of 
Kentucky 7 s competitor states suggests the need 
for a more responsive and flexible system of 
postsecondary education "in sync" with the 
emerging economic realities of die 21 st century. 

Educational Attainment 
and Economic Progress 

Kentucky continues to lag the nation and 
competitor states in educational attainment at 

O 




all levels. High school graduation rates re- 
main among the lowest in the nation. Only 
13% of the state's population completed a 
baccalaureate degree compared to the na- 
tional level of 20%. Kentucky also contin- 
ues to lag the nation and competitor states 
in per capita personal income, the most 
common measure of a state's economic well 
being. 

The linkage between educational attain- 
ment and economic progress has been well docu- 
mented. In die 1997 Kentucky Annual Economic 
Report, produced by the University of Kentucky's 
Center for Business and Economic Research, it 
was concluded that 57% of the differential be- 
tween per capita personal income in Kentucky 
and other states can be accounted for solely by 
the Commonwealth's low level of educational 
attainment, especially at the postsecondary 
level. 

Although Kentucky has increased 
access to and participation in postsec- 
ondary education in recent years, the state 
has not realized significant gains in educa- 
tional attainment. Factors contributing to 
the state's lack of success include ineffi- 
ciency across the system and a structure 
which fosters competition rather than co- 
operation. Effective statewide leadership 
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and coordination is needed for all of the 
postsecondary resources in the Common- 
wealth. There is no statewide strategic vi- 
sion to drive the postsecondary education 
system as a critical economic engine for the 
state and its regions. 

The low research funding and doc- 
toral degree production also impedes the 
system from achieving excellence. Research 
and development is vital to the growth of 
regional and state economies. Kentucky, 
however, is last (15) among its competitor 
states in research and development fund- 
ing per capita. 

Key Findings 

Kentucky's current "system" of 
postsecondary education presents a number of 
barriers to the achievement of an enhanced stan- 
dard of living and enhanced economic op- 
portunities for the citizens of the Common- 
wealth. 

The following have been identified as bar- 
riers to progress: 

• Kentucky lacks a structure to link all of 
its postsecondary education resources 
with a long-range strategy to enhance 
the economic competitiveness and qual- 
ity of life of its citizens; 

• The current funding mechanisms for 
postsecondary education serve as dis- 
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incentives for program efficiency and 
institutional cooperation; 

• Postsecondary education offers virtu- 
ally no incentives for the attainment 
of quality and the pursuit of excel- 
lence; 

• Kentucky seriously lags the nation 
and competitor states in research and 
development activity; and, 

• The current system of postsecondary 
education has no comprehensive strat- 
egy to maximize the use of existing 
and emerging technologies. 

Quality and efficiency in 
postsecondary education tire critical issues 
for the future economic development of 
Kentucky and the quality of life of its citi- 
zens. Without strategic investment in 
postsecondary education and critical link- 
ages to a state wide mission, the Commdn- 
wealth will not reach its full potential, and 
citizens will not be able to compete in the 
global economy of the 21 st century. This 
report establishes the need for Kentucky to 
change its path, and to maximize all of its 
postsecondary education resources. 
Kentucky's ability to improve its standard 
of living and quality of life depends on a 
commitment to excellence. 
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Chapter 1: 

Educational Attainment, 
Economic Opportunity and 
Kentucky's Future 



Introduction 

A common perception, both nation- 
ally and in Kentucky, is that the Common- 
wealth is a low- income state with a low educa- 
tional attainment. This chapter verifies 
Kentucky's perceived low standing among com- 
petitor states and makes the case that these two 
indicators - the state's low educational attain- 
ment and low per capita income -are correlated. 

Economic Opportunity — 
Today and Tomorrow 

A Quick History 

The most common measure for stan- 
dard of living and economic opportunity is 
per capita personal income — the total per- 
sonal income (earnings, dividends, interest, 
rent, and transfer payments) received by 
Kentuckians divided by the population of 
the state. Per capita personal income (PCPI) 
is a fundamental measure pf a state's eco- 
nomic well-being. 
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In 1960, Kentucky's per capita per- 
sonal income was approximately 73% of the 
U.S. average. Today, Kentucky's per capita 
personal income is 81% of the U.S. average. 
By contrast, Kentucky's 14 competitor 
states (those states which compete with Ken- 

Without a change in public 

POUCY DIRECTION, KENTUCKY' S 
ECONOMIC FUTURE AND STANDARD 
OF LIVING WILL NOT IMPROVE 
RELATIVE TO THE REST OF THE 
COUNTRY. 

tucky for jobs and capital formation) aver- 
age 95% of the national per capita personal 
income. (The competitor states, which will 
be referred to throughout this report, in- 
clude Alabama, Florida, Georgia, Illinois, 
Indiana, Louisiana, Mississippi, Missouri, 
North Carolina, Ohio, South Carolina, Ten- 
nessee, Virginia and West Virginia.) 
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facturing jobs. The increase beginning in 
the late 1980s is due in part to the effects of 
Toyota and the state's aggressive economic 
development initiatives. Competitor states, 
however, achieved a higher relative per 
capita personal income than Kentucky over 
this same period. 



Figure 1 shows per capita personal 
income for Kentucky and competitor states 
as a percentage of the U.S. average. 
Kentucky's per capita personal income rose 
from 1960 to the late 1970s and declined 
throughout most of the 1980s, reaching a 
low point of 77% of the national average in 
1988. The "bump" in per capita personal 
income during the late 1970s can be attrib- 
uted primarily to the coal boom. The "dip" 
in per capita personal income in the 1980s 
can be attributed to the coal decline and the 
national economic recession of 1980-82. 
This recession had a dramatic impact, on the 
Kentucky economy due to the loss ofmanu- 



The Bureau of Economic Analysis 
(BEA) projects that Kentucky's per capita 
personal income will be approximately 83% 
of the U.S. average by the year 2015 and that 
the gap between Kentucky and its competi- 
tor states will remain constant. Kentucky is 
projected to remain a low-income state. 
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The gap between Kentucky and its competi- 
tor states is not projected to change without a 
change in public policy direction (Figure 2). 

Postsecondary Education 
Reform and Improved 
Economic Opportunities 

The Kentucky Annual Economic Report 
(1997) notes that workers with high levels of 
education will earn more in the labor market and 
thus increase their states' per capita personal in- 
come. The same study, which compares the 
variation in income across the states for 1995, 
reaches the conclusion that lack of education - 
primarily the state's low percentage of college 
graduates - is responsible for the income 



difference between Kentucky and all other 
states. According to tire study, 57% of the dif- 
ference between Kentucky's per capita personal 



&OW EDUCATION ATTAINMENT 
mrcomiTs FOR up to 57% of the 
Difference inj>er capita income 



'between Kentucky i wd atl ^her 



STATES. 



income and the average of the other states' 
per capita personal income can be attributed 
to educational differences (Figure 3). 

Other factors identified by the report as 
contributing to Kentucky's low income in- 



Figure 2 

Forecast of Per Capita Personal Income for Kentucky and Competitor 

States as a Percent of U.S. Average 
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Campetiior nazes are those tnrirrm fi eri in the 1995 Bazoos Group upon "Conmoinve Analysis of Kentucky's Tax Structure ■ 
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